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foreword 

This  publication  was  prepared  under  contract 
by  the  UNITED  STATES  JOINT  PUBLICATIONS  RE¬ 
SEARCH  SERVICE,  a  federal  government  organi¬ 
zation  established  to  service  the  translation 
and  research  needs  of  the  various  government 
deaprtments . 
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CSO:  1101-S 

PRODUCTION  COST  PLANNING  IN  FERROUS 
METALLURGY 
^USSR- 

Following  is  tiie  translation  of  an  article  entitled 
"Planirovaniye  seles toiraosti  produktsii  v  chernoy 
metallurgii"  (English  version  above)  by  N.  Romanovich  in 
Planovoye  Khozyaystvo  (Planned  Economy),  No  7,  Moscow, 

July  I960,  pages  49-57 J 

The  development  of  socialist  industry  in  our  country  is  being 
accomplished  through  intro-industry  accumulations  on  the _ basis  of 
a  lowering  of  production  costs.  The  importance  of  lowering  produc¬ 
tion  costs  has  been  expecially  noted  in  Comrade  N.  S»  Khrushchev  s 
report  to  the  21st  Congress  of  the  CPSU.  "At  present,  when  every 
percent  of  lowering  of  production  outlays,"  said  Comrade  Khrushchev, 
"is  expressed  by  a  colossal  figure  exceeding  12  billion  rubles,  j?.nd 
at  the  of  the  Seven-Year  Plan  by  21  billion  rubles  a  year,  '{lie 
struggle  for  the  lowering  of  costs,  for  a  system  of  economy,  is 
acquiring  expecially  great  significance . 11  . 

Production  costs  are  a  generalizing  of . the  index  characterizing 
the  quality  of  the  whole  production-economic  activity  of  an  enter¬ 
prise.  By  fixing  production-cost  limits  in  the  plans,  the  economic 
organizations  act  through  this  index  upon  the  extent  of  the  lowering 
of  expenditures  for  industrial  outputs  A  comparison  of  the  level  o_ 
the  costs  of  the  individual  types  of  production  by  output  items _ 
show3  how  system  of  economies  is  carried  out  at  an  enterprise;  in  par- 
ticular,  how  economically  are  raw  and  other  materials,  fuel  and  power 
expended,  how  labor  productivity  is  raised,  how  production  capaci¬ 
ties  are  utilized,  and  so  forth. 

The  main  task  in  the  drawing  up  of  a  production-cost  plan  is 
the  ascertainment  and  mobilization  of  the  intra-production  reserves 
available  to  the  enterprises.  Hie  lowering  of  expenditures  for  the 
production  of  ferrous  metal3  can  be  achieved  by  raising  labor  pro- 
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reccing  pruuuu 4-vl0.  pff motive 
use  of  raw  and  other  materials,  ^ei.  ane  t^e  exf.^i 

basic  funds ,  improving  production  orfedii^^on*  .- 
dueing  losses  and  liquidating  non-produotxve  expe,,~ 

prUi^ani  the*  leering  of  «p?n«fture?  por.^le^CJ 

?r““H,?SfyoS0Srfn^beiSDSonn;MaiPtha 
state  plan  for  the  development  ^  V^na aoud- .  ep  >  .. 

FlV  *yS  th  regard  to  industrial  -produo  vic-n  co^-  -jC  . 

SvirkhosSs  (Councils  of  national  econoBy,  also 

rr-rvida  fo^  planned  unit  -costs  of  ohe.  mps.c  xm¥;Oi  tan-  • 
tvoes “of  products  and  for  the  .planned  proaucwion.  oo«.w 
_ V'~  ■  ■•>  nnMwAfii  ti  jao  in  the  overaxx  to  vax.  ,  .... 

:  o1  '^/fudeCaf  expenditures  per,  ruble  of  cpmiflo- 

ditv  production  in  whoWe  prlc?o  is  fixea^for 
Pi  v  rormo-di ty  •  i>r  eduction;  xt  repr^en >*  ,  . 

between' the  volume  of  oomsodity  production  re- 

oW(it  +,o  cost  arid  in.  wholesale  prxees  .o*  wt  u»- 

prises, 'the  calculation  being  made  an  .kopek.  ,o  th*.  . 

first  decimal-  .place.,  ..  .  ,  ,  \  +U*  • 

Complete  agreement  is  .es-oaolx»ned. 

r'l^ruiri-  T^rio^  between  the  volume  of  commoaxwy 

it  Wholesale  r-rices  and  with  respect  to  ■ 

production  ;post#  In  the  vepoi  u  aau  1  o, ■ 
Lnri  the  -anticipated  indices  xoi  tue  ^.ec.^.xnt 

period  on ' -ferrous 'metallurgy,  plants,  coEmodity  . pr 
rhu^  ioTi.  in  wholesale  prlcis  ib  buov-?n  ^  -i.n  .tx  jxtu^  -  ^ 

the-  yolurne  of  production*  without,  second.  ^ 

r  .  p^t'iM  ipVcl  norciB  $  and/  also  wit /too. c 
pr-radOB  above,  e^vap,Uy.j.bu  *AVA“,.»  „  *  ^  :x.vr^  nrrw 

fn-n^d  out-' 'without  oraers  *  since  mxs  pro- 

dnotlor  ilna  inciudod  in  the  fulfilment  of ; the.  plan. 
The  cost  of  all  commodity  production,  acooic.ing  . 
the  report  (or  anticipated  j  .  represent.  t-c  -„^ 

faoturee "produced  or  expected  to  be ^producea ,  as  we.... 
Bc  i..7ork  of  an  industrial  nature  perionaed  by  p.,.anfee 
Jr  «ih  that  is,  exclusive  of  second  graces  above 

norms  ana  proauo^^^  ”/J0Oirrlt  "in  the  plan  estimates. 

wftVregarTto  lowering  if  expenditures 
per  ruble  of  commodity"  production  in  percentage  *«a 


n 

c. 


relation  to  the  precedihg-y§ar;is  deterjainjd.%^i- 
vi dine-  the  ■aifferehce';:>e tween,  the  average ,  yearlj*  ^ex- 
pendi tunes  per  ruble.  ff '''commodity  production  dur  ing 
the  preceding  year  and; these ‘ 'expenditures  .according 
to  the  confirmed  plan  by  the  average  .yearly 
ditures  per  ruble  of  commodity  production  dun  * 
•preceding  year.,  -If  the :  expenditures  per  ruble  .  ol  cocano- 
/dity  productioh  ..amounted  'io  90  .kopeks  . in.  trie  preced¬ 
ing  year  ,  but  Bif  5  kopeks  in  the  planning -year »  the ^ 


in  the  planning -y ® or >  the;  . 

•will  amount  to  %$■>  '85.*. 5. 

I  c«o 


reduction,  in  expenditures 

X  lt0^‘  fhe  comparison  .of  expenditures  par  ruble  of  Oommo' 
dity  production  according  to  the • plan  witn  these  ex¬ 
penditures  in  .  the  .preceding  . year  is  done  without  .con¬ 
version  into  •  the  .-.planned  assortment  ol  ..products v: 

"'10  form  a  ..basis  for,  .the  production  cost  .plan 
it  is  nee'essary-.  aieo.  to.  work  out  estimate  data,  tor 
the' ferrous1  me tal-lttrgy;enterprisesv  there  must  be  oub- 

mitt e'd  with  the  -draft -plan  oh.  -production 


hosts  an  .esti¬ 


mate  of  ■  -expenditure^,  for.,  product ion  - .  and  .of_  the  re- 
ductiori  in  the  production  cost  of- comparable  commo¬ 
dities'  in  percentages  with  relation  to  the  average 
yearly  level  for  the.  past  year .  'fuf  ,, 

-'  ■ ,r  l‘he  estimate  of  expenditures  for  production  ics 

intended’ to  determine  in  monetary  -terms  all  the  expen- 


ditures  for  production  connected  oaritu 
vity  of  an  enterprise;  it  makes  -i-t' 
ordinate,  the.  production  cost  plan  ; 

toents .  •  .  ■■■  r. 

.  .  -Tn  the  ferrous;  metallurgy  enterprises 


the  main  acta- 
possible  to'  co- 
1th  other  depart- 


commodities  include  all  kinds  ot  products  made 


s  vear  in 


tv  f:c;y '  •  o  f  it®  s  &  o  v 


comparable 
in  the 

series  production 


previous  ,i-c»  .«-**  v<*^,  —  -  -  .  ,  „ , 

and  for  which  report,  calculations  were  compiled,  here 
it  should  be  taken  into  account '  that  only  completed  _ 
production  begun  earlier  -than ■ the  fourth  Quarter  of  th- 


previous 
output 


year  can  be  c 


classed'  'as  -  comparable  commodity 


lowering  of  the  production 


Economies  from  thd 


omodi-ties  for  the  planning  period 


cost  of  comparable  - —  ~ 

are  computed  as  the  difference  between  tneir  evaluation 
according  to  the  average  yearly  production  coot  of  ;ie 


HUUUiUlUfe:,  vu  S - M-i^  j  ^ 

previous  year  and  that  of  the  plan,  by  divi~iJ%  “bis 
difference  by  the  sum  of  the  comparable^ commodities 
tc  be  produced  in 


sum 

the 


planning  period s  the  percentage 


of  reduction  in  the  production  cost  dif?  the  comparable  cormodi- 
ties  is  determined. 

To  form  a  basis  for  the  plan  for  non-comparable  commodi¬ 
ty  production  it  is  advisable  to  submit  a  draft  of  complete  ^ 
production  costs  arrived  at  by  calculation  for 
type  of  production  to  be  done  in  the  planning  period  m  large 

quantities^tion  eosts  at  ferr0us  metallurgy  enterprises  are. 

determined  on  the  basis  of  the  volume  of  production  a  speci¬ 
fic  iine,  the  norms  of  expenditure  of  the  main  kinds  of  raw  and 
other  materials  and  fuel,  the  number  of  industrial  Production  per¬ 
sonnel  and  pay-roll,  the  introduction  of  new  construction  obje-., 
etc.  However,  in  forking  out  a  draft  plan,  one  must  not  pa^sivelj 
adopt  all  the  initial  projects  contemplated.  In  order  to 
tain  the  available  reserves  more  fully,  it  is  necessary  to  mke  an 
economic  analysis  of  the  draft  plan  with  respect  to  product.on^ 
Tabor,  expenditure  norms  and  other  indices  of  the  plan,  I- 
production  cost  draft  plan  drawn  up  on  the  basis  of  indices  from 
other  planning  departments  provides  for  a  raising  or  an  insigni- 
canf  lower^g  of  expenditures  per  ruble  of  commodity  production, 
it  is  nlces Jry  to  Verify  to  what  extent  the  initial  drafts  from 
the  separate  planning  departments  that  involve  a  raise  in  expen¬ 
ditures  are  well  founded.  .  ,  ..  . 

In  working  out  a  draft  plan  of  production  costs,  it  is 

advisable  to  make  estimates  by  the  enterprise  as  ^  whole,  xathout 
distributing  the  expenditures  by  separate  shops.  The  calculations 
should  be  made  only  for  newly  mastered. non-comparable  production 
to  be  turned  out  in  considerable  quantities. 

The  cost  of  all  commodity  production  is  determined  on  the 
basis  of  an  estimate  of  expenditures  for  production.  In  this 
estimate,  the  outlays  are  grouped  by  their  economic  content 
according  to  the  following  elements i 

1)  Raw  materials  and  other  basic  uorials, 

2)  Accessory  materials, 

3)  Fuel  (separately), 

4)  Power  (separately), 

5)  Amortization  of  basic  plant 


y  j  ^  - - - — 

6)  Basic  and  supplementary  wages 


7)  Deductions  for  social  insurance,  . 

8)  Other  monetary  outlays 

The  estimate  of  expenditures  for  production  of 
ferrous  metals  is  compiled  without  intra-plant  turnover , 
that  is,  it  does  not  include  the  plant's  own  outlay  __ ; 
necessitated 'by indue trial  production  needs.  In  metall¬ 
urgical  combines  which,  in  addition  to  metallurgical _ 
plants ,  also  ‘embrace  mines,  coke  and  chemical  and  re¬ 
fractory  materials,  production  and  so  forth,  the  pro¬ 
duction  of  these  articles  (ore,  coke,  etc.)  used  for 
metallurgical  production  is  excluded  from  the  estimate 
of  production  expenditures  as  an  internal  turnover . 

Of  great  importance  in  the  production  expendi¬ 
ture  estimate  is  the  compilation  of  a  calculation  of 
the  purchase  prices  and  the  cost  of  certain  kinds  ol 
raw  materials,  basic  materials,  and  fuel,  kor  these 
purposes,  a  special  table  is  worked  out,  in  which  the 


unit  cost  of. the  materials  is  computed,  as  well  as  the 
cost  of  the  entire  quantity  intended  to  be  expended 
on  production  in  the  planning  period.  This  table  is 
compiled  in  the  following  form  (see  table  on  pages  6-7). 

V  The  here  computed  cost  of  all  raw  materials, 
other  basic  materials  and  fuel  intended  to  be  expended, 
with  the  exception  of  the  cost  of  wastes  which  will  be 
utilized  for  production  in.  the  planning  period,  is 
included  in  the  expenditure  estimate  for  the  plant  as 
a  whole . 

The  cost  of  the.  accessory  materials  is  calculated 
on  the  basis  of  consolidated  indices.  Using  as  a  start¬ 


ing  point  the 


.ctua'i  expenditure  during  the  past  year., 

^  4- i,  ^  v vn  amA'  <  •Kivna  n  «  + »?»  n nrr*»ri  Jr.  xr  A » r 


the  report  data  on  the  expenditure  in  the  current  year, 
the  growth  in  production  volume  and  the  lowering  of 
the  outlay  norms,  total  expenditures  for  .production  are 
fixed  for  each  element  concerned. 

In  determining  the  percentage  of  reduction  in 
expenditures  for  accessory  materials  one  should  take 
into  account  the  growth  in  production,  as  well  as  the 


exchangeable  equipment  (.moulds,  smarts a  me 
proportion  of  the  accessory  materials  in  the  estimate 
is  relatively- high,  the  expenditures  for  them-  may  be 
distributed  by  groups,  for  example,  materials  intended 
to  serve  the  basic  plant  (lubricants,  electrotechnical 
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■OTAL 


materials,  etc . ) ,  for  the  use  of  workers  (special  clothing,  etc.), 

and  so  forth.  . 

Expenditures  in  the  planning  year  should  he  determined 
separately  for  each  group,  starting  with  the  growth  in  basic 
plant,  number  of  workers  and  steel  smelting. 

In  calculating  the  accessory  materials  it  is  necessary  to 
take  into  account  that  a  part  of  them  is  sometimes  produced  in  the 
plant  (refractory  materials  shaped  castings,  etc.,' j  hence,  it  has 
to  be  determined  whether  the  growth  in  production  as  a  whole  is 
outstripping  the  additional  production  in  these  departments. 

The  cost  of  power  is  determined  in  the  expenditure  estimate 
on  the  basis  of  the  balance  of  electric  power,  steam  and  hydro¬ 
electric. 

The  total  amortization  of  effective  basic  production  funds  is 
estimated  for  the  enterprise  as  a  whole  both  for  the  current  and 
for  the  planning  year,  starting  with  the  original,  average  yearly 
cost  of  the  effective  basic  production  funds  and  tne  average  norm 
of  amortization  deductions. 

Below  is  given  a  sample  form  of  an  estimate  of  amortization 
deductions  (in  million  rubles): 

- -  Ant:.cipa-  planning’ 

ted  year  year 

.  _ -  1-  ir -  -  -  ~  —  11  . . — ■  *  m  1 

'  '  . .  1 

1.  Cost  of  effective  basic  production 
funds  at  beginning  of  year 

2 .  Cost  of  basic  production  funds 
to  be  put  into  effect 

1st  quarter  .... 

2nd  quarter  .... 

etc. 

3.  Average  yearly  cost  of  basic  j 

production  funds  to  be  put  into  ! 

effect  I  j 

1st  quarter  ....  j 

2nd  quarter  ....  J  .  j 

etc . 


..  8  - 


t 


x 


$.*  Average'  -  yearly  coscroi  .  ■■ 

production  funds  going  om- 
of  effect 

5.  Average  yearly  cost  of  . 

effective  basic  pro¬ 
duction  funds  :  •  .  , 

6.  BorW  of  amortisation  de¬ 
ductions  (in  W  ,  -  ■■  ;  ’’ 

7 .  Total  amortization  do-  ..  :  , 

■  auctions  '  ■ 

-  ‘  _j#AyL+«^  nTi  the  'basis  of .  pal— 

lb.e  wage  fund  **  for- labor.  Pro- 

eolations  4‘w t.  percentage^ 

oeediws  from  rroa e  i let allurgy),  the  total 

of  deductions  W  Up  determined . 

deductions  for  social  xncur«v- -  -  r  determined 

■  She  other  monetary  expenaxttu^^i-  -  ^ 

in  the  draft  plan,  on  y1*  of  ’period  of  '  the  •  cur~: 

for  the ..-past  ye*r.t  and eSSeSditureo  being  ex- 
rent  year,  nor}  £r  tn'r’es.  -In  'certain  cases 

eluded,  from  the  actual  UUrOh' ,  payment  for 

:  some  -expenditures  sac;,  jtj »  *•*  jw+wsV  on  . credit, 
services  hyother  oilf;es  V 

****  -  teken 

intb  ““f^y^cSlor^’platoing  Pe^ 

„  z  >,r.i  <**»«•! -manufactures  or  i  c  place  col- 

Tid.0  ipr  .^MB6  px  "Ube  reduction  in  the  remainder, 
equipment  -xio**  o<.o-n,  ^  «nst  nrice,  should  .oe  •  . 

appraised  by  tte  at  expenditures  • 

-  credited  to  the  above-men^nta  jota-^  ^ne  with  the 

for  dnUnfinishedproduction, 

•  -reduction  m  the.  .  expenditures  of 

tools  and  appliances,  «•*>  /*  . 

future  years ,  :  '  joinders  of ' -seml-manuf aotures' 

ine  increase  in  i^aucr^c^.  ^  ^  taBle.  0r 

-  and.  replaceable  ^equr^n,  unfinished  pro- 

the  balances , • a*  i *b«*  4j  '  expenditures  of  fu- 
.  -auction,-  remained ^oh-  vooxu  -n.  /  changes  need  not 

MySelloSi  f  the  Sa«nPl?, f-oey_ 

gnSSS^^in^fS.hfofU'lonnnSea  norms# 


Cj  ~ 


pwtS*nS8are’^iw!eiit?od5B«a^“the  chaSges  in  these 

data  for  the  past  year  ana  tne  expired  per xo  o  i 
current  year.  production  wastes1 realizable  on 

the  -ide  art i  Sent  in  storage  is  established  on  the 
beeis  of  the  balance  of  these  wastes  or,  w^en  bn- 
•sums  are  insignificant,  from  the  report  oat*,  o. 

?ret'e^1Transnor tation  services  in  the  shipment  of  ii»r  ■ 
ig-hptj  produce  are  calculated  from  one  quantity  of  i 

to  be  realized  in  the  planning  period  ana  the  «, on- 

kilometer 'cost  of  haulage.  As  regards  rhe^ton-kiiome- 

ter  cost,  it  is  adopted  according  10  tne  icpoit  -.01 

the  expired  period  with  correction  ior.npoeexdl^ 

reduction  in  it.  Expenditures  1 01  loadx^  jo^mo.x 
ties  are  also  figured  on  tne  basis  of  the  report 
A»+p  -per  ton  of  commodities  to  be  unloaded*  .. 
daua  P  If ter  the  total  expenditures  are  determined, 
it  is  necessary  to  distribute  this  sum  over  .the  .en- 
tire  output ,  which  will  he  composed,  in  cost  terms,  of. 

a)  commodity  production; 

b)  increase  in  the  remainder  of  semi-manu¬ 
factures  and  unf ini she dpr o duct x on , 

c)  increase  in  the  remainders  of  replaceable  _ 
equipment,  tools  and  appliances  produced  by 
the  given  plant,  as  well  as  expenditures  ox 
future  year a ; 

d)  services  and  work  on  the  side  (oi  a  non- 

industrial  character ) ,  including  services 
in  capital  construction,  oapi pal  ~  _ 

and  housing  and  public  utilities  of  U  plant 

■  e) ’production  wastes  realizable  on  the  side 
and  kept  in  storage? 

f)  transportation  services  in  the  shipment  of 
■Piniahedproduce  on  the  side,  wmen  are  in¬ 
cluded  in  the  extra  production  expenditures. 


“10 


Tli.£  de  t  e  r  mi  na  t  i  on  of  "the  cost  of  commodities 
in  the  draft  plan  without  compiling  plan  calculations 


is  done  by 


xa  uwc  ^  excluding  from  the  total  expenditures  those 
outlays  th&i  do  not  rels/te  to  commodities#  I laving 
omitted,  these  outlays  from  the  total  expenditures,  we 
obtain  the  factory  cost  of  the  commodities.  To  de 


t ermine  the  full  cost 


of  commodities  we  have  to  add 


to  the  factory  cost  price  the  -extra-production  ex¬ 
penditures, 'which  in  the  draft  plan  are  established 
on  the  basis "of  the  consolidated  calculations.  _ 

After  the  full  cost  price  of  ail  commodities 
has  been  determined  by  the  draft  plan,  it  is  necessary 
to  establish  what  sum  should  be  assigned  to  non-com¬ 
parable  commodity  production.  The  non-comparable  pro¬ 
duction,  in  addition  to  the  basic  types,  .tae  cost  . 
price  of  which  is  established  on  the  basis  of  calcu¬ 
lations,  also  includes,  as  a  rule,  services  and  work 
of  a  productions!  character  which  do  not  have  &  xixea 
calculable  unit  (in  the  mechanical,  repair  and  other, 
departments).  The  cost  of  these  services  is  estab¬ 
lished  from,  the  report  data  for.  the  past  -year  and 

' .  ar,  By  excluding 

all  commodity  production, 
the  comparable  commodity 


the  report  period  of  the  current 


from 


non-comparable  production 
we  obtain  the  cost  price  of 
production.  '  ..  , 

To  determine  the  percentage  of  reduction  in 
tlie  cost  pi'ice  of  the  .comparable  production  as  csgsino  , 
the  past  year,  the  quantity  'of 'commodity  production 
according  to  the  draft  plan  must  be  appraised  from 
the  anticipated  cost  price  for  the  current  year.  At 
op  ex*  at i rig .  factories  with  a  large-  Xxtio  .of  produces  ^ 
which  doesnot  change  substantially,  the; anticipated 
cost  price  for  the  current  year  may  be  computed  wi In- 


of  the  consoli 
expressed  in 


out  compiling  calculations,  on  the  basis 
dated  estimates.  Commodity  production  as 
kind  in  the  draft  plan  is  appraised  according  to  we 
report  cost  price  during  the  expired  period  (six 
months s  for  example),  and,  a  correction  is  made  in  une 
obtained  total  of  commodity  production,  -  with  allowance 
for  the  anticipated  additional  reduction  in  the  cost 

price  for  the  year.  ,  , 

Below  'is  given  a  sample  estimate  of  tae  . lowering 
of  production  costs  at  a  metallurgical  plant  with  an 
uncomplicated  line  of  production  (see  estimate  on  pages 

12-13). 
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of  Reduction  of  Cost  at  a  Metallurgical  plant  for 
~  ..  '  the  Planning  Tear 


A.  Comparable  pro¬ 
duction 

Blast-Furnace 

Department 


Amount 
of  com¬ 
modity 
produc¬ 
tion  ac¬ 
cording 
to  draft 
plan 
( thou¬ 
sand, 
tons ) 


Pull  cost 
price  of 
ton  of 
produce 
( rubles ) 
According 
to 


Commodity 
production 
by  cost 
price 
( thousand 

'  j^iblesT". 

According  to 


•e  port  ""draff  .report  draft 
'or  6  clan  for  6  plan 


for  6  plan 
months 
of  cur¬ 
rent 
year 


for  6 

months 

of 

current 
year  . 


Cast  iron  for 
st eel  ma.nu.fac ture 


31 , 000 


Foundry  iron 


70,000 


Rolling  Mill 


Prof  i  3,  e  car  bon 
steel  of  ordi¬ 
nary  quality 


500,000 


High-grade 
s  true  tura-1 
carbon  steel 


75,000 


Total  comparable 
commodity  pro¬ 
duction  by  re- 


6  months 


476,000 


Correction  for  anti¬ 
cipated  additional 
reduction  in  cost 
of  comparable  com¬ 
modity  production 
for  the  year 
(-5.0^)  as  against 
report  for  6  months 
of  the  current . year : . 
(-3.03S)  476,000  - 

ICO  -  3 

476,000  -  466,186 
rs-  9,814 


Total  comparable 
commodity  pro¬ 
duction  by  ant i - 
cipated  cost 


Comparable  commo¬ 
dity  production  ac¬ 
cording  to  draft  plan, 
ascertained  from 
production  estimate  ~— 


Economies  from  re¬ 
duction  in  cost  ao 
against  the  previous 
year 

•;;>  of  reduction  in¬ 
cest  as  against 
last  year 

21*186^-4  . 
466,186 


B,  B on - c om par abl e 
commodity  pro- 

ductTon  , 


Tube  purchases 


Full  cost  of  corn- 
mod  i  ty  pr  6  due t i on 


(~}9 ,814 


466,186 


441,000 


25,186 


5.4 


720  36,000 


477,000 


50 


•  Jt  ,.•$  4  A  <?•  for*  FJiASS  Vi  \  cni.  - *ry,  *, 

**/?  or"  iCttae"  iian  forma  for  production  outlay* 

are  determined  by  the  above  indicated  method  xu<  t..e 
planning  period* 

Tr  ao^rdarce  with  the  established  procedure, 

te,  ardt  SJn  cS “production  costa  drawn  up  at  the 

^‘Wi-es  Is  then  submitted  to  the  sornsrKnos  ad- 
ehwx}-xxuu  ovi  c,aM  P  that  tms  dr  ait  plan 

?f  JS!ned“in  thre^^khSeee  j»  the  oroee-eeptlon 

0 1  x  n  0  x  v x  u  u  a x-  '  x  ’r;  X-  ^  a  •"  -  "■■■  ^  7  •  v '  ■'■  ‘  4'» ... ... ,  x.  i-s  *»  /a  f  n  v  t  6  y4  j  0  ci 

^  X  _ ,.t  -C'W  ,Uis  ft  ’  P.A«l  tOi  UilS  1  'VpUX  U  J;-'  w  ^  ’•> 

necessary  .rXX  tHe  entlcl  rated  fulfillment 

Of  the  niart.  estahliehedunder  ooneideration  ox  t.Lem. 

Then  one  should  proceed  to  veriif  *1*  eotxai«..^v 

the  planning  period.  _lcal  ■  plants  with  -an  unoom-  :  . 

,  /U-.  ik"1 r-t' XXXuo+icn ,  as  well  as  at  •  plants  newly 
Plicated  line  cd  must  be  verified  . 

put  into  ,  ?I«J  rn  ,  :  . worked  out  directly 


past  (anticipated)  year 


r,.entlone<, 


p;  •J£p!,.5u X  Xkl'-H  St  DuV  c 

at  the  '^‘;etinK  Plants  turnip  0'*t.ahf!feti«ra- 

of  proaucts ♦  tu«  x-  •*£;-*•  ^;\t0  occur  by  comparison 

lyaing  tr.e  ^ir  0.^  ^-  •  should  * 

•»<+  +Vi  +-K-  r-PT.OT'X  pori-OU  j  ali'i  'd.-n-x  W  pi-- 

bo  concentrated  on  the  fcHowinr  indices. 

i .  The  'entioi  psted  percentage  of  reduction  in 

cost  01  trie  ‘for  the  planning  period; 

current  year  and  Uiat  x uoirxva 

,  4. -i .  -v  v-  f-  ",n  p./  -n'ir'.p^p  hi  p  0  OXT iXlOUX  t-Y 

■  o  m V*  rs  r,  /-:  C;  t  O  1/1  Iri  I i O -•  l <•-* a ! >■  Jr  ‘  ^  ' 

prod.ict ion  anticipated  for  the  current  and  plar,m;na 

rrpp  v'xp  * 

The  anticipated  full  cost  of  commodity  pro- 
^.o^-s-v/fnr  the  current  year  and  the  comparable  ^ooid-  . 
uiVv  ^1^*-  1  /' *  l  ivn"  r-"i  q^ir- i ruT  period  s.ccorcixii^  to 

-/a  A  i  ^TOdflCXlOU  U  -x.  h-  ?.  3-C  pr  J.  t.l--1 t  j-  r\  4- Vi  n  o 

EjOuI  v-j  ^  4.  Vr  o  rv-htof  irpf-rr  *  UT)  C  UlXS 

the  anticipated  cost  price  tntoheioint  the 

reason,  it  “:t;:7/rr(,ft,ct< 0n  in  the  current  year 
changes  in.  the  :  KSo-t  of  the  current 

by  comparison IP' comparison  with  the 
?!SLS£e£  ;°srfShic?raiterationS  cause  changes  in 
SxieMi^es  J.er' ruble  of  comnodity  production  m  whole 
sale  prices* 


The  contemplated  percentage  of  reduction  in  the  cost  of 
comparable  commodity  production  is  verified  by  an  estimate  made 
in  the  following  form  (see  form  on  pages  16-17) •'  ^ 

The  proportion  of  expenditure  elements  Is- established- .  ■  ; 

on  the  basis  of  the  estimate  of  expenditures  for  production#  . 

To  determine  the  economies,  effected  as  a  result  of  the ^  . 

relative  reduction  in  the  wage  fund,  the  wage  fund  of  industrial 
production  personnel  must  be  divided  by  the  total  production  in 
wholesale  prices  of  the  corresponding  period,  and  the.  quotient  -  of  . 
the  anticipated  or  planned  period  must  be  subtracted  from  the 
quotient  of  the  base  period  obtained*  The  difference,  divided  by 
the  quotient  of  Hie  base  period,  .is. adopted  as  the  percentage  of  the 
relative  reduction  in  the  nwagen  element©  This  verification  ^  - 

method  of  calculation  can  be  used  in  the  absence  of  structural  . 
changes  at  a  plant*  When  these  are  present,  it  is  necessary  to  in-*  ... 
troduce  a  corresponding  correction  into  the  calculation©  Esti¬ 
mates  of  amortisation  and  contingent  and  fixed  expenditures  are  : 
made  accordingly  ©  Changes  from  the  past  year  not  depending  upon 
the  enterprise  are  determined  on.  the  basis -of  a  special  estimate# 

The  percentage  of  reduction  in  cost  of  raw  and  other 
basic  materials,  etc  (point  7),  is  determined  for  the  first  half- 
year  of  the  report  period  .as  .the  difference  between  the  total  ; 
percentage  of  reduction  in  commodity  production  and  the  estimated.  , 
percentage  of  reduction  with  relation  to  the  total  of  other  ele- 
ments  of  expenditure  (Points  l-*6) This  percentage  of  reduction 
also  gives  an  orientation  for  establishing  the  anticipated  per- 
centage  in  the  second  half-year,  as  well  as  for  the  planning  period* 
In  verifying  the  contemplated  reduction  in  cost  of  ‘  -j*  ; 

materials,  estimates  are  also  ma.de  of  the  average  weighted  re¬ 
duction  in  the  basic  types  of  raw  and  other  materials  and  fuel, 
converted  into  tenn3  of  commodity  production,  that  is,  at  plants 
comprising  blast-furnace,  open-hearth,  and  rolling  mill  produc-  ... 
tion;  norms ' of  expenditure,  of  .coke,  for  example,  should  not  be 
adopted  for  pig  iron,  but  per  ton  of  finished  rolled  goods© 
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The  cost  of  the  non—  comparable  oortmiodity  pro¬ 
duct  ion  anticipated  in  the  current  year  should  be 
verified  on  the  basis  of  the  planned  cost,  and  tne 
changes  in  this  production  should  be  allowed  lor  in 
kindt  There  may  be  especially  considerable  corrections 
in  starting  expenditures,  which  must  necessarily  be 
charged  to  "the* cost  of  production  in  the  year  of  put¬ 
ting"  into  production  a  new  unit  producing  non- compa¬ 
rable  goods.  •  •  '  ,  ■  , . 

For  a  more  correct  determination  of  the  cost  oi 
non-comparable  commodity  production  in  the _ planning  year 
one  must  analyse  the  calculation  by  •comparing  the  ex- 
p  end  it  u  r  e  p  e  v  p  r  o  ciu  c  t  i  o  n  xxii  i  t  wit!  i  t  h  b  c  8, 1  c  u  1  &tio  n  o  f 
another  plant  producing  the  same  goods  under  analogous 
conditions.  At  the  same  time,  it  is  necessary  to  take 
into  account  also  the  additional  expenditures  in  the 

release  period.  ... 

To  verify  the  full  cost  of  commodity  production 
anticipated  for  the  current  year  and  provided  for  in 
the  draft  plan,  it  is  necessary  to  analyse  the  compa¬ 
rable  commodity  production  according  to  the.  cost  of 
the  past  year,  yon-comparable  production  is  excluded 
from  the  .commodity production  in  wholesale  prices,  and 
the  expenditures  are  ascertained  (according  to  the 
cost  of  tlie  past  year)  per  ruble  of  comparable  commodity 
production.  Using* these"  outlays  and  the  volume  of  com- 
parable  commodity  production  as  a  starting  point,  one 
estimates  the  comparable  commodity  production  accord¬ 
ing  to  the  cost  of  the  past  year.  If  the  line  of  pro¬ 
ducts  changes  considerably ,  the  commodity  production 
according  to  the  cost  of  the  past  year  is  reckoned  by 
multiplying  the  expenditures  per  ruble  of  commodity 
production  according  to  the' report  by  the . commodity 
production  in  wholesale  prices  in  the  anticipated  or 
Planning  period.  This  estimate  makes  it  possible  to 
ascertain  also  the  deviations  in  profitability ^ as  a 
result  of  changes  in  the  line  of  products.  Verifica¬ 
tion  of  the  comparable  commodity  production  according 
to  the  cost  of  the  past  year,  and  the  percentage  of 
reduction  in  the  cost  of  the  non-comparable  commodity 
production ,  makes  it  possible  to  establish  tne  necessary 
full  coot  of  all  commodity  production,  and  hence  also 
the  expenditures  per  ruble  of  commodity  production  in 
wholesale  prices.  Here  it  must  be  taken  into  account 
that  the  wholesale  prices  may  allow  for  improvement 
in  quality  (sharp  reduction  in  output  of  grade  0  steel, 


etc.)>  which  -will  require  no  additional  expenditures.  Hence 
the  draft  plans  should  provide  for  a  certain  reduction  in  ex¬ 
penditures  per  ruble  of.  commodity  production  due  to  improvement  in 
quality  not  reflected  in  percentage  of  reduction  in  cost  price. 

On  individual  types  of  production  the  wholesale  prices 
may  he  reduced  "both  in  the  current  year  and  at  the  beginning  of 
the  planning  period.  Hence,  in  establishing  the  percentage  of  re¬ 
duction  in  expenditures  per  ruble  of  commodity  production  one 
should  take  into  account  the  effect  of  these  changes  and  ascertain 
the  expenditures  at  comparable  average  yearly  prices. of  the 
preceding  year. 

In  the  planning  sections  of  the  sovnarkhozes  the  verifi¬ 
cation  of  the  plan  can  be  effected  by  the  same  method  as  in  the 
sovnarkhoz  administrations .  Here,  furthermore,  in  verifying  com¬ 
parable  commodity  production  according  to  the  anticipated  cost  of 
the  past  year  one  also  ascertains  the  influence  of  the  specific 
weights  of  the  individual  plants.  For  this  purpose,  one  takes  for 
each  plant  only  the  comparable  commodity  production  in  wholesale 
prices,  which  is  multiplied  by  the  expenditures  per  ruble  of 
comparable  commodity  production  according  to  the  cost  of  the 
previous  year.  The  difference  between  the  sum  obtained  for  the 
individual  plants  and  the  sum  calculated  from  the  expenditures 
per  ruble  of  commodity  production  for  the  administration  as  a 
whole,  will  constitute  the  correction  of  the  estimate  due  to  the 
change  in  the  specific  weights  of  the  individual  factories. 


